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UNITED STATES CIVIL SERVICE COMMISSION
: JSURANCE

Explanatory Notes Applicable to Interim and Annual

Accoqntiﬁg;Stgtements

Federal Employees Health Benefits Program

Purpose of Statements

\ Financial reports with respect to operations under the contract are
‘necessary for the Commission’s administration of the program. Experience
under the. contract mist be evaluated at selected intervals during the con=
tract period as well as at the end of the contract period. ‘

- Timing of Statements

Four statements were required for the first comtract period of the
program because of the 16 month period. However, only three statements.
are required per contract year until f\mpher notice. .

_"Ag of" Date of Report [Period to be Covered - Due in CSC

March 31, 1962 5 ‘months June 1, 1962
June 30; 1962 8 months ‘September l,‘ 1962
October 31, 1962 12 months No later than

February 1, 1963

The above schedule is applicable for the contract year, November 1,
1961 to October 31, 1962,

Format of Statements

 The design of the accounting statement is determined by the provi-
sions of the contract. The carrier should follew the format provided or
make special arrangements for any deviatien. L

For the first comtract period, "Beginning of the year,” line items
are not applicable; however, for plans reporting for the second contract
year operations these item@ are important accrusl items.

“Bubseription Charges

Ttem 1A, Subscription cherges received shall agree with the cash re-
ceived in the calendar months covered by the statement. Checks received
from the Employees Health Benefits Fund (hereinafter called Fund) dated
the 25th of the month for which the cummlative statement is prepered must
be included as received even though not deposited. ’
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Ttem 1B(2), Subscription charges accrued end of period shall agree
with the subseription charges received from the Fund subsequent to the
"ag of" reporting date but applicable to the pay periods "as of" the re-
porting dates. The SF's 1166e accompenying certain checks will show,
for exsmple: ' '

‘Collections for pay periods ending:

Date of 3/31/62 | L/1/6e
_% argd, prior ‘and after.
4/10/62 | $h5,0¢ $;,;,
hfzs5/62 27.50 12.50
5/10/62 T.50 37.50

In this example, the $80.00 will comstitute the sctusl accrual of sube
scription charges as of March 31, 1962 for reporting purposes. Interim
‘statements have been scheduled for submission to the Commission suffi-
clently after the "as of" date, in order to recognize the informetion
furnished om SF 1166a with sach of the 'three checks following the end of
the reporting period.

 Ttem 1B(2) for the October 31, Annual Accounting Statement must be
reported on the basis of the SF's 1166a received in November and Decem-
ber reflecting receipts appliceble to the previous contract period.

Health Benefits Charges

Health benefits charges are to be segregated between (1) hospitali~
zation charges and (2) physieians’ and related cherges., This segregation
will generally be based on the same definitions used in reporting statise
tics under the Program. . ' ‘

Health benefits peid represent charges and claims actually paid ;
(disbursed), which are no longer liabilities to the plan. For plans making
cash benefits payments to hospitals, doctors and enrollees s the aetual pay=-
ments made during the reporting peried should be reduced by any refunds.
For comprehensive medical plens where the charges for health benefits rep-
resent the contract’s share of cliniec or hospital operating costs, this
item may be stated in terms of acerued costs rather than paid costs and
any supplemental fees for services ($1.00 per shot or office wisit, $5.00
per home visit, ete.) will be deducted from the grogs value of the health
‘benefite @ngrgeg before reporting such charges in the statement.

Health benefits accrued represent charges and claims incurred for
which cash disbursements have not yet been made for benefits rendered.
This item for each statement submitted will be supported by an attached
‘schedule showing in detail the method by which the accrual is derived.
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Expenses a.nd Risgk Charges

Actual incurred administrative charges will be supported by an at-
tached schedule or reprod:ucti@n of workpapers as to type of service, such
as salaries, rent, travel, supplies, etc. If m'actica.ble, these expensges
ghould slso be functionalized to such work areas as eligibility files,
benefit processing, accounting, statistics, manegement, etc. Administra~
tive costs may be prorated between "High Option" and "Low Option" in the
ra:l'.io of the respective subscription charges unless the cost. of the vari-
ous functions should more appropriately be distributed on  different ratios,
i.e., eligibility files on the basis of enrellment » benefit procesaing on
the basis of claims processed, ete.

If actual incurred expenses as shown by the supporting schedule are
in excess of the amount allowable shown in parenthesis, the amount ‘allow=
able will be reflected as "Actual incurred administrative charges” on the
statement.

. Actual accrued taxes, if applicable, as used in this "statement'mean
taxes or govermmental fees based on subscription charges. Employer 8
share of payroll taxes, real estate, and similar taxes, are to be classi-
fied as administrative expense, and not shown in this item.

- Memo only items are to be pla.ced' in parenthesis ( ) in the amount
columns and are not to be included in the subtotals. These items are
for ccmpa.rison purposes ‘ '

indicates that the carrier should insert the percentage ap-
plicable to the item as shown in the current contract.

Cummilative Gain (or Loss=)

This section of the report is used to reflect the cumulative status
- of the program. '

Income on investments {current year) should be supported by an attached
schedule showing now the net income was derived. If investments are pur=- -
chaged directly from contract income and identifiasble as assets of the con-
- tract, an investment schedule should show the dates purchased, type of
security, purchase price, current value and any other pertinent information
to support the income item. If investment income is credited on the basis
of an average rate of return on all investments of the carrier, the deter-
mination of the rate and the computation of the income should be thoroughly
documented and supported.

Due Health Benefits Fund, when shown on the format, represents the
amount to be paid to the . 8. Civil Service Commission as a return of
subscription charges if the amount determined by the formuls is positive.
This line item is applicable to the annual statement only. Item 1A for
August, September, and October, covers the total subscription charges
paid from the Fund in the last three months of the contract periocd regard-
less of the pay peri@ds covered.
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